City of Chicaao
Rahm Emanuel, Mayer

Department of Law

Cdward M. Sickel
Corperation Counscl

Revenne Litipalion

Jik Morth LaSalle Street
Snite 1

Chicage, Hlinods GOG02-2580
(32} Tl-560

(312} 7446798 (FAX)

(212} Tad4-5131 (T°T'Y}
www.cityofehicaga.org

April 5, 2017

= =
TG

I am writing in response to your letler dated Janunary 16, 2017 (*Request™)
(copy attached), requesting a private letter ruling {“"PLR™) conceming the
application ol the Chicago Personal Property Lease Transaction Tax (“Lease
Tax™), Chapter 3-32 of the Municipal Code of Chicago (“Code™), to the fees

charged by GGG ( M)

Based on the facts set forth in your Request, along with our prior
communications, including our meeting of NG v 2oree
with the conclusion sct forth in your Request, that the fees deseribed in the
Request are all either non-taxable or exempt under Exemption 10, Code
Section 3-32-050(A)10) (which exempts “{t]he nonpossessory lease of a
compuier o effectuate the deposit, withdrawal. transfer or loan of money or
securities, including any related review of accounts or investiment oplions by
the account owner, whether or not the parties 1o the lease also arc parties to
the deposit, withdrawal, transter or loan,™).

This PLR is based on the text of the Lease Tax Ordinance as of the date of
this letier and the facts as represented in the Request being true. The
opinions contained herein are expressly tntended to constitute written advice
that may be relied upon pursuant o Code Section 3-4-325.

yours,

_: vm: h L&U’L Aer i

Weston W. Hanscom
Deputy Corporation Counsel
City of Chicago, Law Department
Revenue Litigation Division
30 M. LaSalle, Suite 1020
Chicago, I1. 63602
312-744-9077

Ce: Joel Flores, Department of Uinance
Kim Cook, Department of Law



January 16, 2017

Via Email: weston.hanscomf@cityoichicavo.ore

Mr. Weston W. Hanscom
Deputy Corporation Counsel
{hicago Department of Law
30 N. LaSalle Street

Suite 1040

Chicago, lllinois 60602

Via Email: kecook(meityofchicapo.org

Mr. Kim Cook

Chiel Assistant Corporation Counsel
City of Chicago Department of Law
30 Nocth LaSalle Street, Suite 1020

Chicago, [L 60602

Dear Messrs. Hanscom and Cook:

I am writing on behalf of NG (ihe “I'axpayer”) to confirm the exemption
under the Lease Transaction Tax with respect to the services thal il provides to its customers,

Taxpayer is a financial technology company headquartered in [ It offecs a platform to
financial institutions to allow those institutions to offer digital advice to their account holders.
Taxpaver's technology and services enable customer institutions to deliver scalable personalized

plamming and managed accounts, || EENEGEGEEE. 12:paver does this by

providing integrated account aggregation, analytics, planning and portfolio mmanagement.

The essence of these managed accounts services is that Taxpayer checks investor accounts il
and, if needed, causes orders to be made to rebalance investor accounts to keep them within asset
allocation plans that have been approved by each investor. The asset allocation plan is prepared



during the enroliment process based on a user's personal and finaneial information, and an
investor can subsequently provide new information to change the plan.

A diagram is enclosed as Exhibit A showing the various processes involved in the N
rebalancing. Essentially, on a [l basis Taxpayer receives data I
. |t then uses software (o compare investors® portfolios with their planned

asset allocations [N [l rebalancing software identifies

where portfolios have diverged from their plans and require rebalancing. The orders for

transactions are I < I, (o make

the trades.

As compensation for its services, Taxpayer generally is paid by a cusiomer I

A There are two basic parts to the

compensation:
1. A fee for managing the account NG
I

2. A fee for use of Taxpaver’s model portfolic methodology I
3%
1

Contracts may also specify munimum compensation floors and may provide for certain
implementation fees.

Taxpayer’'s provided services are in large part automated and cloud-based, and thus could be
considered nonpossessory computer leases subject to the jease trunsaction tax. However they
should qualify for Exemption 10 to the lease transaction tax. See Chi, Mun. Code § 3-32-
050{A)10}. The Exemption 10 is for a nenpossessory computer lease “to effectuate the deposit,
withdrawal, transfer or loan of money or securities, including any related review of accounts or
investment options by the account owner, whether or not the parties to the lease also are parties
to the deposit, withdrawal, transfer or loan.” That is the core of what Taxpayer is doing with
managed accounts by [l checking accounts against 1arget portfolios that account owners have
approved and then effectuating any necessary transactions to keep investor portlolios in
alignment with their plans. The fee for managing accounts is exempt as effectuating the
securities transactions. The fee for the investinent methodology should be exempt as providing
the framework for review of the investment accounts and directing the [l rebatancing.

Thank you for your consideration of this opinicn letter request. If you are unable to provide the
requested opinion, I would ask that you contact me to discuss this matter.



Sincerely,

Enclosure



Exkibit A: Diagram of Taxpayer Rebalancing Sysicin




